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MINUTES OF THE CITY COUNCIL
CITY OF AUSTIN, TEXAS
Special Called Council Meeting

July 24, 1978
6:30 P.M.

Electric Building Auditorium

The meeting was called to order with Mayor McClellan presiding.
Rol1 Call:

Present: Mayor McClellan, Mayor Pro Tem Mullen, Councilmembers Snell,
Himmelblau, Goodman, Cooke,Trevino

Absent: Nane

Mayor McClellan called the meeting to order, noting that all members of
City's Electric Utility Commission were present,

Mayor McClellan stated that this was a Special Called Meeting for the
purpose of discussing the Fayette Power Project and bonding authority for the
Fayette Power Project. The Mayor raised the following questions:

1. Where had the Bond monies gone which were authorized
in 19737 She was specifically interested in the amount
earmarked fer a coal/légnite plant.

2. How would the $171 mi1lion in proposed new bonding

.. authority be spent?

3. What options were available ? She felt that until the options were
made available that ¥t would be difficult to obtain new bond aatherity

- from the voters. . L T

4, After examining.-the eptions what steﬁg-uau}¢4he'tgken to-ensure that

future misunderstindings regarding the electric utility would not

oceur,
BRUCE TODD, Chairman, Electric Utility Commission, had no questions at
this point.

ROBERT YOUNG, member, Electric Utility Commission, distributed a list
of questions he had compiled. He requested a detailed response to each question.

DR. HERBERT WOODSON, member, Electric Utility Commission, felt that the
Commission bore more of the blame for the communications problem that the Council
was experiencing, He stated that the Commission had been preoccupied with the
nuclear/anti-nuclear matter and had ignored other detailed information prepared
by the staff. He felt that the Commission owed the Council, Dan Davidson, R.L.
Hancock and the City staff an apoddgy.
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Dr. Woodson stated that serious trouble could result unless an electric
utility was run in a professional and businesslike manner. He saw the distinct
possibility that at some point the City might have torsell all or part of its
system if it got into a serious bind. He pointed out that with regard to a re-
port written several years ago no one could predict the future accurately.

Bruce Todd then responded to Dr. Woodson's comments.

Robert Young defended the emphasis placed on the nuclear issue. He felt
that the Commission owed no one an apology for its actions. He stated that the
review process being engaged in tonight was the most laudatory process for a pub-
licly owned and operated utility,

MRS, SHUDDE FATH, member, Electric Utility Connission, stated that cost
assumptions were not shown in reports she had received from the City. She also
commented on a report prepared in 1975 which included a study in 1974 of a flat
rate for utility customers. She had reservations about the amount of money the
City had spent on studies of the electric utility system.

Mayor Pro Tem Mullen suggested that discussion first be limited to the
Fayegte Power Project, solve that problem and then open up the meeting if de-
sired,

Mayor McClellan then opened the discussion to the public.

DALE JONES stated that he questioned throwing open the meeting to the
public because he did not think that anything would be accomplished. He felt
that it was the Council's responsibility to-work with the staff to determine
?hat the problems were, but that the staff should not be accountablie toithe pub-

ic.

BARBARA CILLEY stated that the quality of the reports issued by the staff
was good, particularly Electric Utility staff reports. She questioned why the
present discussion was being held at this time and not a year ago. She felt that
the Electric Utility Commission and the Planning Commission wasted time if they
were not given the information needed and requested from the staff. She felt
that the Planning Commission depended largely on the Electric Utility Commis=.
sion's analysis of the electric portion of the C.I.P. and that additional time
spent by the Planning Commission on the electric C.I.P. was being wasted.

BILL PENN, a Registered Proféssional Engineer and President, Techline,
Inc., stated that electricity was a bargain compared to what it was a number of
years ago. He stated that with Austinjs tremendous growth rate in recent years,
there had never been a power shortage here, He enumérated several instances of
how fortunate Austin was in having the type of management and City CGouncils over
the years and how they had handled the City's Electric Utility.

MS. HELENA HARDCASTLE stated that tt was not in the best interest of
taxpayers and utility users to raise rates to cover cost overruns. She felt
that there should be a careful auditing of electric utility books.

MAX LADUSCH, business representative, Local Union No., 520, International
Brotherhood of Electrical Workers, expressed concern over a new bond jssue, He
stated that union voters would not support another bond issue as long as Brown &
Root continued to deceive the people of Austin and LCRA. T
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WALTER TIMBERLAKE, president, Austin AFL-CIO Central Labor Council,
asked if the money was to come forward to pay the additional costs, who would
pay for it and how weuld it be paid for. He did not think that local union
members would support a new bond election for electric utilities.

DAVID MARKE stated that the Fayette Project should be completed, but that
the Council should stop, reflect and analyze its overall position regarding the
electric utility to ensure that the problem did not recur.

City Manager Dan Dawidson then addressed the meeting. He stated that he
would do his best to answer specific questions raised tonight and that other
questions, such as those posed by Mr. Young, would be answered in detail in
writing and copies sent to the City Councit and members of the Electric Utility
Commission,

Mr. Davidson stated that Austin probably operated the most publicly
oriented public utility in the nation. In 1973 a citizens' committee recommended
a plan to expand Austin's generating capacity. That plan had been approved by
the voters and successive City Councils and would be completed in 1982 with the
City having 50% ownership of Fayette 1 and II and 16% ownership of the South
Texas Project, At that time Austin will have the most complete fuel diversifi-
cation program in the State of Texas; from the standpoint of public utilities,
possibly in the nation,

Mr. Davidson felt that it was unfortunate that the musunderstanding had
occurred over the Fayette Project funding because he believed that the project
was worthwhile, He and the staff had reviewed the situation to assess conditions
which could have led to the misunderstanding regarding the funding of the project
One unfortunate phrase used during a Planning Commission meeting had apparently
led to the misunderstinding. In an attempt to communicate with the Council
better in the future, he announced the following administrative changes:

1. A separate section of the Capital Improvements Program recommens-:
dations will be designed to describe future financing option plans
for consideration of Council.

2. A special City Council agenda form will be designed to identify any
item that is dependent upon bond funds for financing payment. The
" form will provide an update on the extent of balances available and
the amount of unissued bond authority that exists.

3. A special expanded section will be added to the City's annual
financial veport which will define the status of various bond aurhor-
1tat10n categories so that the status of the funds can be determined
easily.

4, Annually, the City Manager will call the Ctty's administrative staff
together to discuss the status of bond authorization to ensure that
everyone is using the same language tooanswer questions of citizens,
board and commission members or representatives of the City Council.

5. On items requiring major policy decisions of the Council the City
Manager will ask the Council in the fukure always &é schedule
special meetings so that something of that importance can be set
aside at a unidue time when others could come and listen to the
deliberations se that the Council woild not be crowded on their reg-
ular agenda on such an important item,
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6. On any agenda item which could be misunderstood the City Manager
will request an opportunity to present more detail before the Council
is called upon to make a decision,

7. Speaking for the entire staff, the City Manager pledged to the - if
Council and to the citizens of Austin that they intended to do the
best job possible of keep1nﬁ everyone informed on all issues be-
fore the community and in the area of this particular issue
(Fayette Power Project) on-all issues that have something to do with
the Capitai Improvements Program.

The City Manager stated that Tegislation was passed at the request of the
City Council enabling the City of Austin to finance projects differently. The
legislation, passed in 1977, would allow the City to capitalize interest during
construction., The City explored the possibility of such financing through the
Texas Municipal Power Authority (TMPA? but concluded that it and a related piece
of legislation were of marginal value to the City. He intended to discuss both
options with the Council for potential future use.

Mr. Davidson pointed out that the bonding authority referred to by Ms,
Cilley was discussed a year ago in his letter of transmittal for the CIP budget.

Responding to Mr. Young's charge that the Commission had been mislead,
Mr. Davidsen said that was untrue and referred to tapes of a meeting where the
Fayette funding and the entire generation plan funding were explained to:the
Electric Utility Commission, including Mr. Young, who participated in the ques-i
tioning.

The City Manager then introduced Daron Butler, Budget Director, who pre-
sented information on the proposed bond program for the Electric Utility, as
requested by Mayor McClellan.

Mr. Butler presented the following information:

The following information was requested by Mayor McClellan.

The CIP recommended by the Planning Commission would reguire $171,638,000
in new authority for 1978-83.

South Texas Project $47,000,000

Other Electric System
Improvements 124,638,000
$171,638,000

The $124,638,000 in conventional authority, current revenues of
$49,254,000 and §3i650,000 in available funds would provide the backing for -

appropriations of $177,542,000.
Appropriations Category Five Year Total
Power Generation (excluding STP) $44,540,000
Working Capital-Fuel
Inventory 56,739,000
Power Transmission 8,436,000
Power Distribution 55,389,000

Substations 6,329,000
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Streetlighting 5,494,000
Miscellaneous 615,000
$177,542,000

Included in the power generation appropriation category (excluding STP)
for 1978-83 are itwo projects:

Project Requested Appropiation
Fayette Power $43,790.000
Holly Emergency AC Power
System 750,000
$44,540,000

The working capital-fuel inventory and street lighting lines are self
explanatory. The other major appropriations category is the $55,389,000 re-
quested for power distribution. These funds would be applied to:

Purpose Five Year Total
Overhead Distribution $14,361,000

-New Service

Overhead Distribution

-Increased Load 8,100,000
Overhead Distribution

-Relocation or Replacement 2,209,000
Underground Distribution

-New Service 23,906,000
Underground Distribution

~System Projects 6,813,000

$55, 389,000

Power transmission projects include projects to increase system re-
liability and to provide more reliable service to all parts of the system. Pro-
jects also are requested toccomplete the funding for the transmission line from
the South Texas Project and to the the transmission system from Fayette into the
City's distribution system.

Transmission Project Five Year Total
Jett to Marshall Ford $ 131,000
CKT 830: Hi Cross to

Burleson 302,000
Pilot Knob to Kingsbery

Substation 1,065,000
South Texas Line 702,000
Pilot Knob to Lytton

Springs 1,320,000
Common Ford to Marshall

Ford 72,000
Fayette to Holman Sub-
station to Lytton Springs 1,712,000

Convert Lines from 69
KV to 138 KV 916,000
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Mopac to Magnesium

Substation 126,000
South Loop Line 2,100,000
$8,436,000

Nine substation projects totalling $6,329,000 are proposed.

Project Five Year Total
Minor Projects $ 916,000
Kingsbery Substation 195,000
Wheless Lane Subdivision 187,000
Fiskville Substation 73,000
McNeil Substation 157,000
Kingsbery Conversion 135,000
Substation Additions 1,060,000
New Substations (2) 2,702,000
Common Ford Substation 900,000

$ 6,329,000

Miscellianeous projects are for improvements to the Energy
Communications Cénter and additions to the Electric Depart-
ment facilities at Kramer Lane.

Mr. Butler stated that in addition to the new bond authority requested,
current revenue in excess of $49 mi1lion would be used to finance the next 5 -
year CIP. $3.6 million in prior year funds would be used to back appropriations
requested for the next 5 years,

R.L. Hancock, Director, Electric Utility Department, next described the
basic generating plan, He stated that the CIP to be considered this year was
basically a continuation of the electric utility plan started in 1973. This
year a working capital item had been added which was capitalization of fuel in-
ventotﬁ. The item was recommended because it was felt that it would help hold
rates down,

Mr. Hancock stated that currently the cost estimate on the Fayette Pro-
ject was the same as originally estimated by the consulting engineers. If an
adjustment was made for fuel inventory (which LCRA included in the original
estimate, but Austin did not), then Austin was within its original budget of
$215.5 million. There was also a contingency within the budget which had not
been absorbed,

Mr. Hancock next discussed the five key areas affecting Austin's future
course regarding a generating plan. Those areas were:

1. Economics

2. New capacity requirements
3. Fuel Source distribution
4, Borrowing requirements

5, Impact on rate payer

Through the use of charts, Mr. Hancock discussed some of the options
available to Austin for a generating plan, The base plan (550MW from the Fayette
Project and 400Md from the South Texas Project) would take Austin through 1992,
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Borrowing requirements for the base plan, based on cash flow not appropriations
would be $147 million through 1982 and $170 million through 1986, with a bor-
rowing requirement in 1979,

Mr. Hancock next discussed fuel distribution, The base plan called for
45% coal, 45% nuclear and 10% gas and oil. A 20% dependency on gas and oil would
be acceptable, but would eliminate some options. If the base plan were conside
ered zero, then the difference between it and the plan that held Fayette where
it was and reduced the South Texas Project to 300MW would cost the rate payers
$166 million over a 15-year period. The plan which would reduce Fayette, reduce
South Texas and add a lignite unit later would cost the rate payers $68 million
over a 15-year period. Some of the reasons for adjusting the size of partici-
pations in the various plans was to study the impact on funding requirements,

Mr. Hancock stated that the plans were based on cash flow and the esti--
mates were predicated on transfers into the construction plan from revenue,
which wag programmed at about $10 million per year, with certain presumptions
being made.

In summary, Mr, Hancock stated that the chart spoke to each of the plans,
identified the actions required in the plans and spoke to when borrowing would
be required, There were alternatives to the base plan, but the alternatives
would have an impact on the rate payer. There would have to be a tradeoff among
the alternative pilans.

Sam Graham, member, Electric Utility Commission, asked if each plan
would require additional borrowing authority. Mr. Hancock replied that each
wouid at some point in time, ranging from 1979 to 1983.

Mr. Hancock ?o1nted out that even with the completion of the generation
plan there would st#ll be substantial investments in transmission, distribution
and street lighting which must be maintained. The investments had to be covered
either from revenue or borrowing, Austin had chosen to take the major portion
from borrowing, Taking the money from revenue would have an immediate impact on
the rate payer.

The City Manager next called on Mr. Monty Nitcholas, Finance Director
for a presentation.

Mr. Nitcholas presented the following report:
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Mr. Nitcholas stated that the report presented the cash flow of funds for
the non-nuclear portion of the electric utility CIP and covered the period from
June 1, 1973 through June 30, 1978, That particular period was chosen because it
covered all transactions involving the Fayette Project through June 30, 1978.

Mr. Norman Barker, Finance Administrator, responding to Councilman Cooke's
question, stated that there was still $50.1 million in unissued bonding authority
available excluding nuclear and water and sewer authority.

Mayor McClellan asked how 1bng the existing authority would carry the sys-
tem.. Mr. Barker replied that the $50.1 million plus money on hand would last
until about the end of March, 1979, That money would cover obligations already
under contract,

Mayor McClellan asked if money were encumbered to cover Fayette, how Tong
would the money last. Mr, Barker stated that if all the monies were encumbered
to complete Fayette in 1980 or 1981 and funded that encumbrance, there would be
no money left for any other conventional projects, money would be exhausted with-
in-30 to 60 days. |

Councliman Goodman asked if there was enough money to pay for Fayette if
all other projects were excluded. Mr. Barker stated that if some of next year's
earnings were used, then there would be enough money to pay for Fayette. It had
been the practice to use the following year's earning to meet similar obligations,
About $5.2 million from next year's earnings would be needed.

Mr. Barker thought that to some extent everyone had been dealing with hind
sight. The $60 mi1lion authority of 1972 came right out of the CIP projected for |
the ensuing 5 years, At that time the City's best judgment was that $124 million
would be spent on the utility system. Actually, $250 million was spent and did
not include nuclear, In 1972 it was thought that the $124 miliion in improvements
could be funded by $60 million in bonds and $64 million in earnings. Shortly
thereafter the energy crisis occurred and the cost of utilities increased dras-
tically, forcing users to curtail their consumption of electricity and reducing
revenues, The curtailment had a drastic effect on the cash flow of the system.

In retrospect, he felt that the staff probably should have pointed out that while
encouraging citizens to curtail usage: it shouid-hawe hdenchede tleari:thdt bonds
would have to be sold to make up for the lost revenue. He stated that to protect
the system during the energy crisis the City bought 18,000,000 gallons of oil at
32¢ a gallon and paid for it out of funds which had been planned to use for
system improvements,

Regarding the cost of Decker II, Barker stated that the anticipated cost
was $36 million, while the actual cost was $58 million.

Councilmember Cooke asked Mr. Hancock to clarify how the staff projected
the use of the system's revenue to fund the base plan. Mr. Hancock stated that
of the gross revenue coming into the electric utility system funds were distrib=i-
uted as follows: (1) normal maintenance and operating expenses, (2) debt service,
(3) transfers to general government and (4) reinvestment in assets for the system.

Councilmember Cooke asked if a certain percentage of utility system reve-
nues were reinvested in the system. Mr. Nitcholas stated that the transfer was
in the neighborhood of the depreciation expense,
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Mr. Hancock stated that it was important to note that in the Tast few
years equity in the system had been declining. He felt that it might be to the
City's advantage to try to restore some of that equity in the future.

In response to Councilman Cooke's question, Mr. Butler stated that there
was no natural gas in the fuel inventory shown in his presentation. Mr. Hancock
said that natural gas was paid for 30 days after it was used so there was no
inventory funding. Coal and nuclear were substantial front end investments in
fuel that are essentially carried through the life of the plant, so it was appro-
priate to capitalize it as opposed to expensing it as a regular operating expense

Councilwoman Himmelblau stated that she was pleased to note from the
Manager's report that there would be a CIP format change. She hoped that it
would be for all classifications and not just the electric utility.

Mr. Davidson stated that on the present project fund summary in the front
of the CIP every category of improvement recommended was identified. The format
change]wou]d cover all categories of capital improvements to be considered by the
Council.

Councilman Goodman asked when the 1972 bond package ran out. Mr. Barker
stated that it ran out about November, 1975,

Councilman Goodman asked if the Council was notified at that time. Mr.
Davidson replied "No, not specifically.” However, there had been a wide range of
communications to the Council concerning the total bond package.

Councilman Goodman asked if it was inaccurate to say that the $228
mi1lion approved bonding authority in 1873 had been encroached upon. The City
Manager said in his epinion, "Yes."

Councilmen Snell asked when the Council was told about the need for $31
million more for Fayette. City Manager Davidson replied that the staff report
given to the Council in 1976 prior to the approval of the Fayette Project in-
dicated that there was not sufficient bonding authority to finance the project.
That same information was 3uoted in a report submitted to the Council on July .
18th. The staff considered Fayette to_be part of the total system. In a report
in January, 1978 the total conventienal behding. atithority -required-for the elect-
tric utility was estimated for 1979, In the proposed 1978-83 CIP budget both
the Planning Commission wad the Electric Utility Commission had been given an
estimate of what was required out of the total $171 million for the Fayette Pro-
ject. ‘

Councilman Goodman asked the City Manager when the Council was told that
$31 mi1lion more would be needed for the Fayette Project.

Referring to the proposed 1978-83 CIP the City Manager explained how the
need for new bonding authority was determined.

Councilman Snell suggested that, if necessary, the rules should be
changed to complete Fayette II,

Councilman Mullen expressed concern over why the Council was not told
immediately that new authority would be needed in the near future.
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_ Mr, Davidson stated that there were some options which did not fit the
traditional method of financing the City's capital improvements which could fore-
stall a bond election. He would be coming back to the Council with those options

Mayor McClellan stated that for the record, as long as she was in office
she wanted to know early on what is required as far as bond elections. She
would much rather be in a position of knowing two years in advance that a bond
election would be needed.

There was further discussion as to when the $31 million needed for Fayett
was first known, City Manager Davidson pointed out that the figure was still an
egtimate and that the exact amount was unknown. He had cautioned the staff not
to be presumptuous as to the amount the Council would recommend to the voters
for new bonding authority.

Daron Butler stated that he computed the $31 million figure and submitted
it in a memo on July 18, 1978, He stated that the same figure could have been
computed from the 1977-82 CIP if the question had been asked.

Councilman-Goodman stated that in February, 1978 he had requested an
jtemized breakdown of new bonding authority needed for each of the 9 plans in-
cluded in the January, 1978 report from the Electric Utility Department. He had
received a response, but did not feel that it answered his question.

Mr. Hancock stated that the interpretation of the question was how much
bond authority would be needed for each of the plans that are optional with re-
spect to the Council's consideration, He did not realize that an itemization of
each of the line items within each plan was requested.

Councilman Goodman stated that what he had requested was the nature of
each item and the bonding authority for each item.

Councilman Cooke felt that if the information furnished by the Electric
Uti]itﬁ Department was insufficient that more information should have been re-
ques ted.

Mr. Hancock stated that he could not give a line by line tabulation of
the cost and funding requirement for each of the elements within each of the 1.
pians.

Responding to a question from Mr. Young regarding CIP No. 75/10-01 in
the proposed 1978-82 CIP, Mr. Hancock stated that he suspected and needed to con-
firm that when the 1974-75 CIP was prepared that in fact the estimate on Fayette
and maybe even the site for Fayette had not been determined. The figure of ".
$228.6 million carried in the 1974-75 CIP budget was simply the authority that
had been carried in the bond issue. Later, the plant site had been selected and
the engineers had estimated the project and the estimates for Unit I were con-
tinued from that point, There was an inconsistency in the Unit I price 75-76 to
76-77, but it might be related to an appropriation level as opposed to an es-
timated plant cost level, Mr, Hancock said that he would check further and re-
spond in writing. He also pointed out that the original estimate on the project
as developed by Bechtel once the site was set and once LCRA went for funding on
the site, had not changed significantly. The cost of the project probably was
under the estimate, and hopefully would come in slightly under the original engi-
neering estimate. LCRA had talked in terms of approximately $450 million for
the project which included things such as a force majeure coal pile that Austin
had not been including in its $215.5 mi1lion estimate.




Mr. Young reviewed briefly the history of the submission of the Fayette
II project for approval, and commented on the short period of time the Electric
Utility Commission and the City Council had to review the report and make & de-
cision, Mr. Young felt that ever since Fayette II was proposed there had been a
consistent pattern of confusion in the minds of people considering the question
as to what the financing pattern would be,

Mrs, Shudde Fath said that she was on the old Commission with Mr. Young
and would swear that Charles Herring of LCRA told the Commission that LCRA
would use its bonding credit to finance the entire plant, that once a year for
the first 25 years of operation the City could pay LCRA 1/25th of its share and
at the end of 25 years LCRA would deed the City one-half of the property. She
never did hear what happened to the offer,

Councilman Cooke felt that the $31 million requirement for Fayette was
real, but it was a surprise to him, Throughout all of the presentations and
discussions on the project, the distinction for the funding was never apparent to
him, The thrust of his future decisions would revolve around requesting as 1itt]
new bond authority as possible from the citizens of Austin. He believed that
Fayette was a worthwhile and key project in the long range generation plan of the
City and said that he would work as hard as pussible to ensure the integrity of
Fayette even if it meant the $31 million of funding.

Mr. Hancock stated that Senator Herring of LCRA indicated that LCRA
would, if possible, be regeptive to assisting Austin in financing Fayette II,
provided &hat it was first cleared with LCRA auditors, with the financial con-
sultants, that the rate payers were held on hold and that LCRA Board of Directors
approved, As it developed, the project was not possible because it either did
not clear the auditors or the financial consuitants.

=P

Mr. Hancock also stated that if it was decided to fund the remainder of
Fayette the cost would exceed $31 million if only bond funds were used.

In response to Mr, Graham's question, Mr. Hancock stated that the $147
million figure was the City's estimate prepared last fall for the remaining cash
flow through 1982 for all production, transmission, distribution and street 1ight/
ing additional borrowing requirements in the system presuming a stipulated trans-
fer from revenue back into the construction program,

Mr, Graham asked if the $177,542,000 figure aPpearing in the July 19th
memo could be substituted and Mr. Hancock replied "No", because it was an appro-
priation, not cash flow level. Any item a?pearin?'in the last year that was
longer than a one year project on a cash flow would not have enough bonds to take
care of its appropriation requirements.

Mr. Young asked if Certificates of Obligation was one of the methods of
alternative financing being reviewed. Mr. Davidson stated that no recommendation
had been produced for consideration by the Council, nor had any options been laid
out,

In response to Mr. Young's questions, Mr. Barker stated ghat Certificates
of Obligation and revenue bonds could be issued without voter approval.
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‘ Mr, Todd asked Mr, Barker if he knew what the "other improvements that
the Council had already passed and had to be spent" figure was. Mr, Barker said
that he did not know the answer now, but could get one.

In response to Mr, Todd's question, Mr. Nitcholas stated that basically
all bonding authority plus available funds were fully appropriated. On-going
funds were not included.

In response to Councilman Snell's question, Mr. Butler said that
$43,790,000 would be required to fund the Fayette Power Project if no current
funds were used and only bonding authority was used.

In resEonse to Councilman Goodman's ﬂuestion, City Manager Davidson said
that none of the alternative financing methods which had been discussed had been
implemented, but the authority still existed to do so.

In response to questions from Councilman:&oodman and Mr. Young, Mr.
Hancock stated that TMPA had litigation pending against it and was unable to sell
bonds at present. He did not know whether the Council was ever advised as to the
situation. There was a possibility that the 1itigation might be cleared which
would make the alternative a 1ittle more attractive. His personal reaction was
that in view of the arrangement of that power authority it would be wise for
Austin not to get involved,

In response to Mr. Young’'s question, Mr. Hancock stated that as far as he
knew there was no direct communications from TMPA to the City of Austin with re-
spect to their litigation.

After a brief exchange between Dr. Woodson, Mr. Young and Councilman
Goodman regarding the nature of questioning, Mayor McClellan suggested that the
discussion be restricted to issues.

Mrs. Fath asked Mr. Butler what the total 5-year electric utility CIP
figure was. Mr. Butler said that it was $265 million plus.

Counciimember Mullen stated that it should be made clear to the voters
that the same funding format had been followed many years as regarded the elecsv
tric utility and that nothing illegal had occurred. Mr, Barker then stated that
the elections in 1972 and 1973 were no different than previous ones regarding
new bonding authority. Regarding the $236.6 million that amount was for general
electric improvements and was not dedicated money for any one project.

Councitman Mullen stated that based on that information qresentgd by Mr.
Barker he wanted to know if anyone wished to say that anything illegal or in-
correct to the point of béing illagal or misinterpreted to the point that it -
might be i1legal that there.was a-Joss.of confidance in staff to the point they
were ndt beTieved,:he watited. to know about it.

Mr. Young stated that not for a moment would he pretend to say that any-
thing i1legal had been done and he did not believe that anything illegal had
been done, but there was a question of misinformation.

Councilmen Mullen then asked Mr. Young what:he thought the motivation was
for staff to do something to try to hide the issue.
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Mr. Young stated that he was not qualified to try to guess at other
peopie's motives, At the time of the 1973 election it was much easier to sell
an alternative energy package including nuclear than to sell something vague
and unclear, Coal helped to carry the election and was some motivation, He felt]
that there had been a situation which had created the present probiem whether it
was the deliberate intent or simply the result of the actions and behavior of
the people invoived,

Mayor McClellan stated that the record should reflect that the intent in
calling the meeting did not suggest any dishonesty or questioning of integrity,
but was due to miscommunication and misunderstanding.

Councilman Goodman stated that he did not think that anything illegal or
dishonest had occurred viewed from the traditional context in the way things
were operating at that particular time, He thought that staffis:motive, if any,
was to continue running the City. He still firmly believed in the Fayette Pro-
ject and felt that it was a tremendous deal compared to the South Texas Project.

Mr. Todd made the following comments:

1, CIP process should have a direct relationship to the bonding situa-
tion in dollars and cents.

2. That problem should be clarified. The City Manager's recommendations
tonight should be put in writing and applied to the 1978-79 CIP. He
wanted the Commission to have the opportunity to review the process
and comment on it.

3. Regarding financial assistance, whenever the Electric Department
could not supply desired information, then questions should be
directed to the Finance Department.

4, Asked the Council at some future point to reaffirm its support of the
Commission and review the ordinance creating the Commission to see if
changes were needed,

5. Requested that all documents relating to the Electric Department
whether coming from the staff to a Councilmember or any sort of open
communication that exists be funneled to the Electric Utility Com-
mission for review.

Mr, Graham requested that the matter of the $47 mi1lion cost overrun on
the South Texas Project be piaced on the Electric Utility Commission's agenda
for reconsideration at its next meeting.

Mr. Rich Ellmer, member, Electric Utility Commission, felt that bond
money should be borrowed now at lower rates and not delay them when rates would
be higher. He wanted a diversity of fuel with adequate capacity.

Mrs. Fath stated that she was pro-Texas lignite and anti-nucliear. She
supported greater conservation measures than the City had undertaken and sup-
ported solar in the areas where it was feasible. She urged the Council to give
the voters all of the options, particularly the opportunity to séll the City's
interest in STP and buy Texas lignite with the money.

C.W. Hetherly, member, Electric Utility Commission, thought that the City
Manager's recommended changes in the CIP format was a good idea. However, the
CIP process would still be difficult for anyone to understand, but needed to be
improved.
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ADJOURNMENT
The Council adjourned at 11:25 P.M.

APPROVED WW”%

ATTEST:

DHereree

Tity Clerk




